
COMMONWEALTH OF KENTUCKY 

BEFORE THE PUBLIC S E R V I C E  COMMISSION 

In the Hatter of: 

AN ADJUSTMENT OF RATES OF COLUMBIA 
GAS OF KENTUCKY 

O R D E R  

1 CASE NO. 9554 

I T  IS ORDERED t h a t  Columbia 

("Columbia") s h a l l  f i l e  a n  o r i g i n a l  and  

i n f o r m a t i o n  w i t h  t h i s  Commission,  w i t h  

G a s  of Kentucky,  I n c . ,  

1 2  copies of t h e  f o l l o w i n g  

a c o p y  to  a l l  p a r t i e s  of 

record, by A u g u s t  5 ,  1986, or w i t h i n  2 w e e k s  a f t e r  t h e  da t e  of 

t h i s  Order ,  w h i c h e v e r  is l a t e r .  Each  copy of t h e  da ta  r e q u e s t e d  

s h o u l d  be placed i n  a bound volume w i t h  each i t e m  tabbed. When a 

number of sheets a r e  r e q u i r e d  f o r  a n  i t e m ,  e a c h  s h e e t  s h o u l d  be 

a p p r o p r i a t e l y  i n d e x e d ,  for e x a m p l e ,  I t e m  l ( a ) ,  Shee t  2 of 6 .  

I n c l u d e  w i t h  each r e s p o n s e  t h e  name of t h e  w i t n e s s  who w i l l  be 

r e s p o n s i b l e  for r e s p o n d i n g  t o  q u e s t i o n s  r e l a t i n g  to  t h e  in fo rma-  

t i o n  p r o v i d e d .  C a r e f u l  a t t e n t i o n  s h o u l d  be g i v e n  to  copied 

m a t e r i a l  to i n s u r e  t h a t  it is l e g i b l e .  Where i n f o r m a t i o n  

r e q u e s t e d  h e r e i n  h a s  been p r o v i d e d  a l o n g  w l t h  t h e  o r  l g i n a l  app l i -  

c a t i o n ,  In t h e  format r e q u e s t e d  h e r e i n ,  r e f e r e n c e  may be made to  

t h e  s p e c i f i c  l o c a t i o n  o f  said i n f o r m a t i o n  in r e s p o n d i n g  to  t h i s  

i n f o r m a t i o n  r e q u e s t .  Wnen a p p l i c a b l e ,  t h e  i n f o r m a t i o n  requested 

h e r e i n  s h o u l d  b e  p r o v i d e d  for t o t a l  company o p e r a t i o n s  and  j u r i s -  

d i c t i o n a l  o p e r a t i o n e ,  e e p a r a t e l y .  I f  n e i t h e r  the r e q u e s t e d  



i n f o r m a t i o n  nor a m o t i o n  for a n  e x t e n s i o n  of t i m e  is f i l e d  by  t h e  

s t a t ed  da te ,  t h e  case may be d i smis sed .  

I n f o r m a t i o n  R e q u e s t  No. 2 

1. I n  Case No. 9003, t h e  Commiss ion  r e d u c e d  t h e  12-month 

average b a l a n c e  of prepaid n o m i n a t e d  gas by $2 ,399 ,482  f o r  t h e  

amoun t s  i d e n t i f i a b l e  i n  cost-free a c c o u n t s  p a y a b l e .  T h e r e  is a 

71.34 p e r c e n t  c o e f f i c i e n t  of c o r r e l a t i o n  be tween  t h e  12 m o n t h l y  

prepaid n o m i n a t e d  gas balances a n d  t h e  1 2  monthly b a l a n c e s  in 

a c c o u n t s  p a y a b l e  to associated companies, A c c o u n t  N o .  234-1 for 

e a c h  month  of t h e  test per iod .  P l e a s e  p rov ide  a breakdown of 

Accoun t  No. 234-1. The  breakdown s h o u l d  i n c l u d e  t h e  purpose for 

i n c u r r i n g  t h e  l i a b i l i t y ,  t h e  d o l l a r  a m o u n t  of t h e  l i a b i l i t y ,  and 

t h e  i n t e r e s t  r a t e  of t h e  l i a b i l i t y .  I f  t h e  l i a b i l i t y  bears a n  

i n t e r e s t  r a t e ,  please p r o v i d e  a copy of t h e  sa les  agreement or 

o t h e r  documentation which  s t i p u l a t e s  t h e  i n t e r e s t  rate. 

2. For t h e  Toyota c o n s t r u c t i o n  proposed, please p r o v i d e  

C o l u m b i a ' s  best  e s t i m a t e  of a n n u a l  sa les  volumes for t h e  f i r s t  5 

years of sales to  T o y o t a .  

3. According to  E x h i b i t  5 ,  s h e e t  7 ,  of t h e  cost  data 

( w h i t e  t a b s ) ,  Accoun t  No. 2 8 2  is s ta ted as t o t a l i n g  $1 ,329 ,012,  of 

which  $1 ,228 ,833  is tederal  t a x e s  a n d  $100,179 is s t a t e  t a x e s .  

A c c o r d i n g  t o  t h e  1985 PERC Form 2 on  f i l e  w i t h  t h e  Commission,  

Accoun t  No. 282 t o t a l s  $ l r 4 8 1 , 0 5 3  w h i c h  is comprised of $1 ,361 ,026  

federal taxes and $120,027 i n  s t a t e  t a x e s .  Please  provide  r e c o n -  

c i l i n g  m o u n t s  b e t w e e n  A c c o u n t  No. 282 as r e p r e s e n t e d  i n  E x h i b i t  5 

and  Account No. 282 as r e p r e s e n t e d  FERC Form 2. P l e a s e  a l s o  

provide a narrative why t h e e e  amoun te  are e x c l u d e d  from E x h i b i t  5 .  
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4. A c c o r d i n g  to E x h i b i t  5, sheet 8 ,  A c c o u n t  NO. 283 is 

r e p r e s e n t e d  as h a v i n g  a c r e d i t  b a l a n c e  of $2,340,903 which  is 

c o m p r i s e d  of $2,313,526 i n  federal taxes and  $27,377 i n  s t a t e  

t a x e s .  A c c o r d i n g  to t h e  1985 FERC Form 2, Accoun t  No. 283 h a s  a 

c r e d i t  b a l a n c e  of $9 ,144 ,389  w h i c h  is c o m p r i s e d  of $8,247,870 I n  

federal  taxes and  $896,519 i n  s t a t e  t a x e s .  Please p r o v i d e  

r e c o n c i l i n g  amoun t s  be tween A c c o u n t  No. 283 as  r e p r e s e n t e d  i n  

E x h i b i t  5 and Accoun t  No. 283 as r e p r e s e n t e d  i n  FERC Form 2. 

Please also p r o v i d e  a n a r r a t i v e  why these amoun t s  are e x c l u d e d  

from E x h i b i t  5. 

5. In Case N o .  9003, t h e  Commission disallowed i n c l u s i o n  

i n  C o l u m b i a ' s  rate base $4,792 of net a c q u i s i t i o n  a d j u s t m e n t .  

Please p r o v i d e  t h e  gross amount  of t h e  a c q u i s i t i o n  a d j u s t m e n t  and  

t h e  gross a c c u m u l a t e d  a m o r t i z a t i o n  of the a c q u i s i t i o n  a d j u s t m e n t  

i n c l u d e d  i n  Columbia 's  r a t e  b a s e .  

6. A r e v i e w  of Columbia's  r e s p o n s e  to  I t e m  No. 16  of t h e  

Commiss ion ' s  f i r s t  i n f o r m a t i o n  r e q u e s t  i n d i c a t e s  t h a t  the $326,915 

a d j u s t m e n t  to  a n n u a l i z e  p a y r o l l  e x p e n s e  and  t h e  $ 4 5 8 , 0 3 4  

a d j u s t m e n t  for  f u t u r e  wage i n c r e a s e s  do not r e t l ec t  a n y  a l l o w a n c e  

for s e a s o n a l  e m p l o y e e s  or n o r m a l  employee t u r n o v e r  . Please 

pzovlde  C o l u m b i a ' s  best e e t i m a t i o n  of the  l e v e l  of & n n u a l i z u d  

l a b o r  expense w h i c h  reflects t y p i c a l  employee t u r n o v e r .  P l e a s e  

also provide for each pay period during t h e  test  year the number 

of p e r s o n n e l  a c t u a l l y  employed  e x t e n d e d  by the teet-period year- 

end wage rate i n  a comparable f o r m a t  t o  t h e  r e s p o n s e  to  I t e m  No. 

16 of the Commiss ion ' s  first i n f o r m a t i o n  r e q u e s t .  
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7 .  I n  a r e v i e w  of Columbia 's  r e s p o n s e  t o  I t e m  No. 43  of 

t h e  Commission's f i r s t  i n f o r m a t i o n  r e q u e s t ,  it appears t h a t  t h e  

c u r r e n t  u n i o n  c o n t r a c t  e x p i r e s  t h e  f i r s t  day of December 1986, y e t  

a c c o r d i n g  to C o l u m b i a ' s  r e s p o n s e  to  I t e m  NO. 16 of t h e  

Commiss ion ' s  f i r s t  i n f o r m a t i o n  r e q u e s t ,  C o l u m b i a  is s e e k i n g  cost 

r e c o v e r y  of $458 ,034  for a n t i c i p a t e d  wage increases  b e g i n n i n g  

December 1, 1986.  On what b a s i s  does Columbia e x p e c t  t h e  $458 ,034  

wage i n c r e a s e  and  how does t h a t  b a s i s  m e e t  known and m e a s u r a b l e  

c r i te r ia?  

8 .  P l e a s e  p r o v i d e ,  f o r  a l l  employee b e n e f i t s  whose costs  

are d e t e r m i n e d  as a f u n c t i o n  of employee  c o r n p e n s a t i o n ,  t h e  

f o 1 low ing  : 

a. The p e r c e n t a g e  cost of t h e  b e n e f i t  t o  c o m p e n s a t i o n  

for t h e  test period and  t h e  proposed l e v e l  o f  b e n e f i t s .  

b. A d e s c r i p t i o n  of t h e  b e n e f i t .  

c. A d e s c r i p t i o n  of a n d  sample c a l c u l a t i o n  of how t o  

d e t e r m i n e  t h e  aggregate cost of t h e  b e n e f i t .  

9. According to C o l u m b i a ' s  r e s p o n s e  t o  I t e m  No. 16 of t h e  

Commiss ion ' s  f i r s t  i n f o r m a t i o n  r e q u e s t ,  Co lumbia  h a s  de te rmined  

I t s  normalized amount  of ordinary u n c o l l e c t i b l e  a c c o u n t s  e x p e n a e  

based on a 5-year a v e r a g e  of n e t  charge-offs less t h e  J o h n s o n  

County  Gas Company ( " J o h n s o n  Coun ty" )  w r i t e - o f f  i n  1984.  Why has  

Columbia c h o a e n  a 5-year p e r i o d ?  Why has Columbia  c h o s e n  a n  

average of t h e  a b s o l u t e  amount  ot n e t  c h a r g e - o f f s  r a t h e r  t h a n  an 

a v e r a g e  of the p e r c e n t a g e  of net charge-offs to gross  r e v e n u e ?  

10. A c c o r d i n g  to C o l u m b i a ' s  r e s p o n s e  to I t e m  No. 16 of t h e  

C o m m i s s i o n ' s  f i r s t  i n f o r m a t i o n  r e q u e s t ,  Co lumbia  is s e e k i n g  cost 
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r e c o v e r y  o v e r  a 3-year a m o r t i z a t i o n  p e r i o d  of $ 3 4 8 , 4 0 1  pas t  -due  

f rom J o h n s o n  County  and  $163 ,298  p a s t - d u e  f rom M a r t i n  Gas Company. 

S i n c e  both gas companies are i n  r e c e i v e r s h i p ,  are currently 

o p e r a t i n g ,  and a re  c u r r e n t l y  r e c e i v i n g  gas s u p p l i e s  from Columbia ,  

why does Columbia  believe t h a t  the a r r e a r a g e s  of t h e s e  gas 

companies are completely u n c o l l e c t i b l e ?  ; 

11. A c c o r d i n g  to  Columbia 's  r e s p o n s e  to I t e m  N o .  1 6  of t h e  

Commiss ion ' s  f i r s t  i n f o r m a t i o n  r e q u e s t ,  Columbia  h a s  d e t e r m i n e d  a 

5-year  a v e r a g e  of e x p e n s e s  i n  d e f e n s e  and  t h e  cos t  of s e t t l e m e n t  

of i n j u r  ies and damages n o t  co' by  C o l u m b i a ' s  i n s u r a n c e .  The 

method of c a l c u l a t i n g  t h e  proposed a d j u s t m e n t  of $ 6 0 , 2 5 5  to 

i n j u r i e s  and  damages, Accoun t  No. 9 2 5 ,  may i n h e r e n t l y  assume t h a t  

t h e  c r e d i t  p o s t i n g  of $63 ,598  w a s  abnorma l .  P l e a s e  p r o v i d e  a 

breakdowwn of Accoun t  No. 925 for t h e  5-year  p e r i o d  of 1 9 8 1  

through 1985.  The breakdown should i n c l u d e  for each year a d f v i -  

s i o n  be tween  t h e  a c t u a l  cost of i n s u r a n c e  and t h o s e  e x p e n s e s  n o t  

c o v e r e d  by i n s u r a n c e .  

12. A c c o r d i n g  to E x h i b i t  3 ,  S h e e t  2 of Columbia's Cost Data 

( w h i t e  t a b s ) ,  Columbia  is d e p r e c i a t i n g  m a i n s  o v e r  a 33-yeaY u s e f u l  

l i f e .  A c c o r d i n g  to s a m e  e x h i b i t  erld shee t ,  Columbia  is depreciat-  

i n g  s e r v i c e s  o v e r  a 20-year u s e f u l  l i fe .  Has Columbia c o n d u c t e d  a 

d e p r e c i a t i o n  s t u d y  of t h e  u s e f u l  l i v e s  of m a i n s  and  s e r v i c e s ?  If 

80 ,  pleaso p r o v i d e  a copy of t h e  s t u d y .  I f  n o t ,  what r e a s o n i n g  

r e s u l t e d  in the choice of t h e  r e s p e c t i v e  u s e f u l  l i v e s  for  m a i n s  

and services? 
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13. A r e  t h e  5 p e r c e n t  d e p r e c i a t i o n  r a t e  for s e r v i c e s  a n d  

t h e  3 p e r c e n t  d e p r e c i a t i o n  r a t e  for m a i n s  composit rates? If so, 

how were t h e y  d e t e r m i n e d ?  

1 4 .  Please p r o v i d e  a breakdown of Hain,  A c c o u n t  No. 376. 

This breakdown s h o u l d  i n c l u d e  the v i n t a g e ,  whe the r  t h e  ma in  is 

p l a s t i c ,  coated s tee l ,  or bare pipe,  the  d o l l a r  amount  and t h e  

book depreciation r a t e .  

15. P l e a s e  p r o v i d e  a breakdown of Services8 A c c o u n t  No. 

380. This breakdown s h o u l d  i n c l u d e  t h e  v i n t a g e ,  whe the r  t h e  pipe 

is p l a s t i c ,  coated s teel ,  or bare p i p e ,  the dollar amount and t h e  

book d e p r e c i a t i o n  rate.  

16. A c c o r d i n g  to E x h i b i t  2,  Sheet 8 ,  of the Cost Data 

( w h i t e  tabs), C o l u m b i a  has proposed a n  a d j u s t m e n t  of $323,600 

a n n u a l l y  to O u t s i d e  S e r v i c e s  Ehployed ,  Accoun t  No. 923, for t h e  

1986 Conunissior? Management A u d i t .  Does Columbia e x p e c t  t h a t  t h e  

$3238600 a u d i t  e x p e n s e  is e n  o n g o i n g  r e c u r r i n g  c o s t - o f - s e r v i c e ?  

If so, why? If n o t ,  what  does Columbia  believe to be a r e a s o n a b l e  

a m o r t i z a t i o n  period t o  r e c o v e r  t h i s  cost? 

17. In Case No. 9003, t h e  Commission d i s a l l o w e d  s u b t r a c t i o n  

of u n a m o r t i z e d  JDC from r a t e  base to  d e t e r r n f n e  s y n c h r o n i z e d  

i n t e r e s t  e x p e n s e .  A c c o r d i n g  t o  E x h i b i t  68 S h e e t  38 F o o t n o t e  1 of 

t h e  Cost Data ( w h i t e  tabs)  , Columbia h a s  calculated s y n c h r o n i z e d  

i n t e r e s t  expense by s u b t r a c t i n g  u n a m o r t i z e d  JDC from r a t e  base. 

What o b j e c t i o n s ,  i f  a n y ,  does C o l u m b i a  have a g a i n s t  calculating 

s y n c h r o n i z e d  i n t e r e s t  e x p e n s e  w i t h o u t  6UbtKaCting u n a m o r t i z e d  JDC 

from r a t e  base? 
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18. A c c o r d i n g  t o  E x h i b i t  6 ,  Sheet  3, C o l u m b i a  bad c e r t a i n  

nominal expenses I n  1985 w h i c h  may not be a l l o w a b l e  for rate- 

making p u r p o s e s .  P l e a s e  p r o v i d e  t h e  a c c o u n t  d e s c r i p t i o n  and  t h e  

a c c o u n t  number where  the f o l l o w i n g  e x p e n s e s  were posted d u r i n g  t h e  

test period: 

a. C o u n t r y  C l u b  dues of $5,199. 

b. P o l i t i c a l  a c t i o n  e x p e n s e  o f  $1,827. 

C .  Sta te  t a x  r e t u r n  p e n a l t y  of $22,372. 

19. P r o v i d e  a s c h e d u l e  of C o l u m b i a ' s  o u t s t a n d i n g  short-term 

d e b t  for t h e  test  year e n d e d  December 31,  1985. T h i s  s c h e d u l e  

s h o u l d  show t h e  amount  o u t s t a n d i n g ,  t h e  e f f e c t i v e  i n t e r e s t  r a t e  

and the a n n u a l i z e d  i n t e r e s t  e x p e n s e  for e a c h  n o t e .  

20. On Hay 21 ,  1986,  t h e  Commission r e c e i v e d  a l e t t e r ,  

dated May 16, 1986 ,  f rom Mr. D. H. Garey  of Columbia r e g a r d i n g  t h e  

r e f i n a n c i n g  of c e r t 8 f n  d e b e n t u r e s .  What if? t h e  c u r r e n t  s t a t u s  of 

t h i s  r e f i n a n c i n g  a c t i v i t y ?  

21. I n  Case N o .  9471,  The A p p l i c a t i o n  oE Columbia Gas of 

Kentucky,  Inc . ,  For A u t h o r i t y  For The I s s u a n c e  and Sale of 

P r o m i s s o r y  N o t e s ,  C o l u m b i a  w a s  instructed to file a s t a t e m e n t ,  

when t h e  i n f o r m a t i o n  w a s  a v a i l a b l e ,  a d v i s i n g  t h e  Commission of t h e  

i n t e r e s t  rate of the p r o m i s s o r y  notes. What is the s t a t u s  of t h i s  

f i n a n c i n g  case? 

22. P r o v i d e  t h e  workpapers u s e d  to  prepare S c h e d u l e  10, 

page 1 of 2 ,  of Mr. O'Donnell'a p r e f i l e d  t e s t i m o n y .  

23. I n  your  Notice R e q u i r e m e n t  N o .  lE, s h e e t  1 of 3, l i n e  

18, f l e x  a d j u s t m e n t  of $1,319,006, f u r n i s h  t h e  following l n f o r m a -  

e i o n  €or each c u s t o m e r :  
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d. Name of c u s t o m e r  and  a p p l i c a b l e  flex t a r i f f  ( D S  or 

AFDS-2) 

b. R a t e  per M c f  a n d  q u a n t i t y  of gas t r a n s p o r t e d  for 

each f l e x  ra te  under  DS t a r i f f .  

C .  P o i n t  of o r i g i n  of gas t r a n s p o r t e d .  

d. T a r i f f  rate, flex ra te  and q u a n t i t y  of gas s u p p l i e d  

under  APDS-2 t a r i f f  . 
24. F u r n i s h  copies of a l l  w o r k p a p e r s  and  e x p l a n a t i o n s  for 

t h e  proposed f l e x  a d j u s t m e n t  of $897,861 i n  Notice Requ i remen t  No. 

lE, sheet 1 of 3. 

25. E x p l a i n  t h e  steps i n  your  response t o  t h e  Commiss ion ' s  

first i n f o r m a t i o n  request  of A p r i l  2 4 ,  1986, about t h e  w e a t h e r  

n o r m a l i z a t i o n  a d j u s t m e n t  i n  I t e m  No. 1 6 ,  which  r e f e r e n c e s  E x h i b i t  

9. A 1 8 0  d e f i n e  DDD ( D e s i g n  Degree Days ) .  

26. E x p l a i n  t h e  basis for r e d u c i n g  t h e  DS t a r i f f  t r a n s p o r -  

t a t i o n  charge t o  50 c e n t s  per  Mcf w i t h  f l e x  capabilities from t h e  

c u r r e n t  charge of 8 0  c e n t s  per Mcf w i t h  f l e x  capab i l i t i e s .  

2 7 .  E x p l a i n  how Columbia Gas T r a n s m i s s i o n  Company deter- 

m i n e s  t h e  demand charge t h a t  is b i l l e d  to you. 

28. P r o v i d e  the dates, number of c u s t m e r s ,  d u r a t i o n  a n d  

times of! d a y s  of a c t u a l  c u r t a i l m e n t  of n a t u r a l  gas s e r v i c e  to  

i n t e r r u p t i b l e  c u s t o m e r s  d u r i n g  t h e  test period. 

29. Provide a l ist  of i n t e r r u p t i b l e  c u s t o m e r s  showing  t h e  

firm, I n t e r r u p t i b l e  and t o t a l  p u r c h a s e s  of gas d u r i n g  t h e  test  

period; also, s t a t e  t h e  month and  amount of t h e  lowest and h i g h e s t  

p u r c h a s e  d u r i n g  t h e  test period. 
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30. M r .  BOwman's t e s t i m o n y  d i s c u s s e s  t h e  c h a n g i n g  m a r k e t -  

place t h a t  gas d i s t r i b u t i o n  c o m p a n i e s  now face, however  n o  

specif ic  m e n t i o n  is  m a d e  of t h e  t h r e a t  of b y p a s s  I n  C o l u m b i a ' s  

c u r r e n t  s e r v i c e  area.  H a s  Columbia i d e n t i f i e d  c u s t o m e r s  t h a t  a r e  

p o t e n t i a l  b y p a s s e r s ?  A r e  there  other spec i f ic  aspects of a more 

c o m p e t i t i v e  m a r k e t p l a c e  t h a t  concern Co lumbia?  A r e  t h e r e  i n t e r -  

s ta te  p i p e l i n e s  t h a t  h a v e  a p p r o a c h e d  e x i s t i n g  c u s t o m e r s  of 

Columbia? 

31. What a re  t h e  r e a s o n s  for r e j e c t i n g  t h e  r a t e  d e s i g n  

o p t i o n s  i d e n t i f i e d  o n  pages 4 a n d  5 of H r .  B u r c h e t t ' s  t e s t i m o n y ?  

32. I d e n t i f y  proposals t h a t  Columbia has  m a d e  i n  t h i s  case 

to  move t o w a r d  u n b u n d l i n g  of s e r v i c e s .  ( H r .  B u r c h e t t . )  

33. H o w  d i d  Columbia d e t e r m i n e  t h a t  t h e  t r a n s p o r t a t i o n  r a t e  

should n o t  exceed 50 c e n t s / M c f ?  

34. R a t e  S c h e d u l e  DS s t a t e s  t h a t  C o l u m b i a  may t r a n s p o r t  gas 

a t  a t r a n s p o r t a t i o n  r a t e  lower t h a n  50 c e n t s  per Mcf w h e r e  t h e  

c u s t o m e r  h a s  d e m o n s t r a t e d  t h a t  h i s  o n l y  a l t e r n a t i v e  would be to  

s h u t  down, re locate  or forego a n  e x p a n s i o n  of f ac i l i t i e s .  H o w  

w i l l  Columbia e s t a b l i s h  t h a t  t h e s e  c o n d i t i o n s  e x i s t ?  ( B u r c h e t t  

t e s t i m o n y . )  

35. What is t h e  bas i s  f o r  t h e  10 c e n t s  i n c l u d e d  i n  deter- 

m i n i n g  t h e  f l o o r  c h a r g e  for t h e  A l t e r n a t e  F u e l  D i s p l a c e m e n t  

Serv ice?  ( B u r c h e t t  t e s t i m o n y ,  S c h e d u l e  E, S h e e t  1.) 

36. What C h a r a c t e r i s t i c s  made t h e  cost  a l l o c a t i o n  me thod  

c h o s e n  s u p e r i o r  t o  t h o s e  m e n t i o n e d  o n  page 8 of M I .  B a y n e ' s  

t es t  imon y? 
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37. How were t h e  r e s u l t s  of t h e  cost  allocation s t u d y  used  

by Columbia  i n  e v a l u a t i n g  rate d e s i g n  o p t i o n s ?  

38. P r o v i d e  a copy of a l l  workpapers u s e d  i n  p r e p a r i n g  t h e  

cost a l l o c a t i o n  s t u d y .  I d e n t i f y  a n y  a s s u m p t i o n s  t h a t  were u s e d  i n  

d e v e l o p i n g  the cost a l l o c a t i o n  fac tors ,  and those used i n  a l locat-  

i n g  costs among c u s t o m e r  classes. P r o v i d e  a d e t a i l e d  r a t iona le  

for t h e s e  a s s u m p t i o n s .  I n c l u d e  for each a c c o u n t  t h e  a l l oca t ion  

m e t h o d  u s e d ,  other m e t h o d s  c o n s i d e r e d ,  a n d  why the method c h o s e n  

was used .  

Done at F r a n k f o r t ,  Ken tucky ,  t h i s  23rd day of July, 1986. 

PUBLIC SERVICE COMHISSION 

p4.L-u hL-4 
or the Commission 

ATTEST: 

Executive Director 


